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-IDEMTIFIBgS 
ABSTRACT 

Current\dissatisfaction with operations of the New - 
York City school system calls for policy proposals based on a better 
understanding of the system, rather than on economic issues. Any 
policy propoisals aimed at reform must describe the goals of suggested 
programs and indicate how they relate to the goals pf other programs* 
An evaluation of student performance is essential* Also important is 
a consideration of costs and outcomes of the proposal # the role 
played by the consumeri. and the successful placement of studfants and 
personnel in the system* Since the i:£few York City system is t6o 
aggregative, properly structured dece^jitraliz at ion would be an 
appropriate route to take* Pot example^ local school boards should be 
permitted to design their own school systems, paying particular 
attention to the hetcirogeneity of the community* The role tfe the 
teachers" union*, migration to avoid taxation, and contracting out for 
educational services ar.e other factor«s to explore when initiating 
policy reform in the New York System* (Author/LD) ' \ 
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"^cc/e.j 'by Eric A. Hanushek and Harold Hochma 

tO/fwE EDUCATioNAL'ReSOURCES • ', • ' ' . ■ ' ' • ^ , " 

^fNFORMATiaN CENT^FT (ERIC) AND - • 

USERSOJ^T^E ERIC SYSTEM.:' ^ , . " . ' " • 

^ \ • CMFrerrtly there exists considerable dissatsifaction with the operation 

of the New York City school system. Ihis-dissatisfaction i 
number of related observations ?ind impressions ;aj>eut- the-schoo-lj -system'. . 
First, there is ''^the undisputed increase , ijn the cost of opera ting^ the schpol 
system. Even after allowing for inflation, the cost per istiifcleijtfof educatVon 
has risen -dramati call y during the .past decade and a, half . / This cost increase 
has resulted frjom both changing the operating patterns of the system— reduced 
class sizes, increased administrative activities, etc. —and increases in the 
relative pay of school personnel. Second, these cost increases by themselves 
might not be reason for dissatisfaction or alarm were it not for an increasingly 
common impression that the quality of education has stagnated. This lat<ter 
observation tends to be more impressit>nis tic than the observation about cost 
increases. Nevertheless, it certa^inly c ontrib ^utes to dissatisfaction with 
the system^ Thirdly, there appears to be continued and perhaps growing* concern 
about the distribution of educational services. Not o?)ly is there little ' 
evidence that aggregate quality has improved, but-a-lso there is evidence that 
certain segments of the student population are not being w611 -.served by the 
system. Finally; th^re is considerable casual evidence that the system tends 
to be. rigid and has little capacity for change. The administrative and declsion- 
10 making ajSparatUS^ of the .system appears to inhibit alterations in the operation 

O -of the system, making it unresponsive to .^changing demands , changing economic 

factors, and innovation possibilities. This system seems "on the whole to be ^ 
easy prey for special interests, although it cannot serve them* to their 



f/)nn$». 



-satisfaction and sUcceed in its educationaT mission at the same time;' 

"This situation has led to a wide variety pf suggested changes and re 
bath from educational soi*rces and the client communities,: Unfortunately, / 
even ff we ar-e willing to accept 'as factual the casual observations about / 



the problems with the school system, or make easy ir^ferences from the'avail> 
^ble data,^e cannot easily conclude that- the suggested reforms are appro-/ * 
priate. be somewhat eynical , these proposals seem based uppn th^ under- 
lying ptemi^ that "any changes we make *in the system will improve it." At 
th/^ery least>' *the suggested, reforms seldom' docurfient the analysis or spell 
out the logic that underlies them. This agenda tries to organize ways of 
thinking about reforms. In particular, it discusses the .issues that must be 
addressed both in evaluating the performance of the current system- and in . 
evaluating thje efficacy of alternatives . Part I outlines general areas of . 
inquiVy that are fundamental to economic studies of education. Part II 
contains more specific subject areas related to the institutional and organiza- 
tional arrangements prevailing in New York City. The individual sections 
include both general discussion and an indication of the' specific topics that 
s^em important given the range of reforms ccmrently under consideration a.nd 
the'n6"w directions that economic analysis sug,gests. k ^ „ 

. • Part I -- General Issues , ' 



A. Specifying Objectives 

It may seem obvious that any evaluation of the current system or proposed 



reforms must include a statemefffof the objectives of the school systemg^or 
some part of the system.' However, as obvious^ as this seems, this step is 

often left out, or. at least taken in a manner which is -not operationally 

/ 

useful . / / 



The key requjreroent is that^ objectives or ^ goal Si of a given reform be - 
stated in a way l/hat permit? evaluatigh. Simply srtaiing that a given reform 
should improve the educatix)n of students (or, conversely, that it should ' [:'y 
reduce costs) is not useful since, without mor? detail , it generally defies 

evaluation. ' » ^ ; 

, ' • • ' ' - / " . • • ,^ — ■ • .■ * I ■ 

A second aspect of specifying goals is that they should relate to out- 

' ' . ^. • • . ' . ■■■ ■ i ' ■ - ^ . ^ ; - , , ' . ••• 

comes of the educational^process. Very often When goals are stated, they 

refer to aspect pf the educational processMtself Foi|^ example, stating 

that the^goaT of a reform is to reduce class size for a certain segment of 

the population is not very usefuT unless we know with some certainty that 

lower class sizes are directly related to the learning of students With these ' 

characteristics. . 

' ■ - . . . • ' * #* ' . . ' ■ ' 

We generally believe that education affects the abilities of students 

... . . ' '.^ 

and that these effects will have an. impact on the ability of stucfents to 



J- 

perform later in life. The most important later effect probatjfly relates to 
earnings;^ capacity, or the^, ability of the student to .perfbrm in; the labpr market 
Howeveri other effects— -such as the socialization of stuflents, development of 
moral values, attitudes toward racial and ejthnic intergrSttion, etc.--are alsb 
seen as goals of the school system. But, ther^ are fewstgdies which actually . 

. relate performance in schools or attributes of the schooling system to syb- 
sequent performance. Instead^^ there are a number of studies which consider . 
the observable differences in students while they are in school . For example, 

•one of the most commonly used measures is performance on standardi zed .tests. 
It is generally presumed that test performance is correlated with, future out- 
comes, although there is, actually Tittle documentajti on of this.. , 

fvJo issues are important here/ First, simply because an achievement 
measure is available does not ihean-that it is a particularly good measure of .. 
an educational outcome. More thought and imagination is. needed^ in the 
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.; v ;si)ec1fication of tht ^^^^^^ ^d,. ev^P if such^ ^^^^^^^^^ 

ilVlice^ asUest p^panL may tineas ureVout^ > J 

V Unt'he^ appropriate :if9r cfonsideration^^of compensatory reading Pro-^^ , 

V >^|ran^ but inappropr^^e% considering altWtlve mustc progra4 and . - 
^ Til^ele^aii=t (Jpr e^^^ inipact of education ,on Values and mores. 

, : An important' ^int. about the ^oals and the measurement of student per- 
\ %rmance;is Ibat the^^^ ^ome way. com- 

• petltive r^ber than'ccm^^ There is noting! V^oal. Programs • 

designed to improve ^ucat^pn In one dim^^^ affect qut- 

' comes in another dimension (say ^ading ability).' Therefore, it is important 
tha^t the relationship between goals in one program ^^^0 others fe^con- v^..^ 
sider^d. It may be' plausible" to think that subs tit uti^-bne activity f^r 
■ ^ another in a school day of ^ven length 'tme in ; : 

^ ' (Thisloes not have to' be the case; perbap^ readi.|^1cills are enhanced by ' A 
working, more' in a particular interest area.) Th^eraction of policy 
proposals an^ the normal activiti^ 
and. ^ if there are trade-offs involved, some ^sTle 
'the acceptable range of traderoffs. 

■ ■ To surrriarize, as a first st^p in t^devel opment of policy proposals, 
an effort must be made to describe 

progranf^rld. to^ indicate how they re* to the goals of other programs . 'At 
the sime timef it is necessary to#elop ways of evaluating pe^opance-- : 
\:e^^, indicating how outcoa.es m« be , measured. ' These^utcpriies shoulM^ ; 
generally be expressed in ternjl student perfonnanc^. not in terms.pf ^pr-ocess 

type dhanges. ' ; 
' ' Sbme ininediate analyt||i fasks^^ 

1) specify concretely goals-mn<^-^rrenf 



- ; . .PEA prGgl^amSrarit3'fth6 current programs to which they are. related;.*' 
... 2)" Specify the goals and performance measureis currently used in evaluatiiig 

■-^^'v. V .' - . ■■■-1 

t e)Hrtirig school- systenj programs; ■ , I 
J2)' Develop avjTieans^ for rela^^^^ measures of succes? currently employed 

(such'^as standardized^ ties ts or to performance 

: ... , ' . ■ ■ " .• 7 - ■ 

. after leavingr the public school system. ' v " v 

4) Ascertain how'^p^^ among the' various segments/ of the 

' s ch ooT * isys tem } an d- s ubs e;tJS^^^^^^^o 

jBv^ PrbciuttloiV Relate ; \"'''. / . ij 

2 M6st ^l icy alterna^vg^are. p^ in terms ' of changes in ijjhe educational 

proces^;. Eval ua ti ng the efficacy of these ppl i cy - changes i nvol yes observi ng 

V the/ertect^ chpges^^pn pe^for^^ For some policy proposals— , 

^ those vfHiCh reRir^esent totally different, ways ,6f organizing/ the' Educational 

proCess-it; is npt possibly to know the potential effects bfrorehand. However, 

' ia vast nutnber of policy problems represent t|ntihuation?^^^ of 

current' policies. In these cases itjv/ouTd bfe possible to pr^o>^fde prior 

^:|nfprmai^^^^^ the likely effectsC For concreteness, consider a policy 

which would ins-ure teacher a id^s inia We currently 

have considerable experience wi-th the use of teacher aicjes,; arid it would be * 
* . • ■ ■ ■ ■ - « , 

I mpossible to analyze the potential effects prior to, implementing such a' policy 

if - Ghaiige. Similarly-, we -already 4ia^ cp,nsiJ^erabl.e experience, with, different _ 

*l*each6r/pupil ratios. The past experience can be analysed to gain some insightv. 

' ; into pibt^n^^^^ ■ \. 

, Z::^^^^^ policies airte proposed without^^ully exp^ available i nf orma- 

t^^ their potential effects. PaH of thts 'carv be explained by imperfect 

specifica.tion Or me^suremant of, tjh^ ol^jectlves o the*pol^y/-^^ 



cah;l>e; explained by the diffjculty' pf the ta^ While we ibften observe 



situations which^ ffrighV be reU to policy consideration, the situations 
do not n^present planned expefiments. Instead they /a|e the result of the 
jfiormal operation of the school ^system, and they take place witJ^in a^vaSriety^ 
of different contexts* In jj^ar'ticular, tJ^e^^tudents having one treatment" 
aire often nbt 'random, and tliere are often c^her "treatments" going on siijiul- 
taneously. For example, the-schools .with low pupil-teacher ratios may be 
^hdse which- have had Tow student performance ill the past or msy be "disadvant- 
aged" schools. Are differences in performance among schools the result jpf 
different i>upn -teacher ratios , -or do they arise from differences srt the]; 
students backgroui^ds , motivations, or aj|?.ilities? 

* This* type of issue obviously arises in a Wide range' of cir^umstanci^^^^^^^ 
The effect of di fferent student'mixes, different types of teachei^'S, different' 
teacner intensities, etc. are hot easy to discern since it is difficult to 
Took at one factor without cbnsjdering other^^^ In -factr ^-iuw^ studies 
of "educational production functions" have .been conducted in an attempt to / 



so^t out the various influences on svtudent p^i^j^j^^rt^^ The direct appTic-; 
ability to *New York City of res ults'' from these studi£s^ conducted on very > 

different school systems, arid in very 'different si tuitions, is questionable. ) 

* ' ■ ' . ■ ~ • ■ ■ ■ - . - ■ 

^ .... 

However, the approach and methodology (generally multivariate statistical 
analysis) is useful. Furthermore ^^^it should be no.ted that much of the informa 
tion needed to^do such analyses is regularly cornptled for the system. Fbr ^ 
example, the school system regularly produces schooT profiles. These exist- 
in form and computer readable fofm for the past four school years. 
J|J^%^ormatTon contained within the^e could be used to address a: variety 
of questions. For example, are there apparent gains from changing the class 
size of schools?, Do'es more community' interest affect performance after allow- 
ing for other differences among schools? Do general schools produce more or^ 
less pepfonjianfce than special schools? 'J 



The essential point is that many pal icy proposals are simplV extensions 

, ■ ' \ ' ■ ■ ■ '<S-.'' 

of current operating procedyres and, to the extent this is the cajse^ some ' ^. 
■effort should be ievoted to analyzing the current operation. Siich aaalyses , , 
are often possible with the data currently collected* ^ 

For situations which do not re^presegt extensions of current programs 
(iand which have not generated observations about effectiveness) , a key 
element of a pplicy proposal should be an evaluation scheme. That is, some 
^f art should be mtide to ascertaicl the impact if the policy is adoptecl. This 
might include structuring the introduction of a^policy in an experimental way, 
i.e., controlling its introduction so as to provide evaluation data. It mi gJit 
also include the requirement of new data which would make evaluation feasible. 



' ■ ') ' 



C. Alternative Delivery Systems ^ v- 

The choig^ between alternative ways of providing education is not 'solely 
a^function of the impadt c^different programs' on s'tudent^^output. 
choices shftild also relate to the costs of the- various alternatives 

. In general, we have little hope of addressing thetfeponomicisi^^bf ^t^^ 
school as it stands. The immediate question that arises ip sucfi an endear 
is "relative to what?" The best we can .hope to do is conside^^^ 
merits of various alternatives. To be specific,,,we can genferally choose 
between two options which produce the same studentr^outcomes ^t different " ' 
cOs^^^^^^^^ two opttons which cost the same but produce two different v 

levels of outputs. Hpwever, without s6me\*alter>iative' in mind we^^^ot ; 
generally saV the current system is doing well or doing poorly or i^effi cient- 
or not. ■ . . , , ■ , . ' ^.^\;.;'4.r 

For analytical purposes, it is useful to divide proposals Into two .;>f - 
categories: cost-saving and output expanding. This is sojnewhat. imprecise, 
but the notions behind them are straightforjward. The first ciate gory includes 
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proposals which would provide the same output mi x^^t Tower.^^^^^^ 

Second category includeis i)ol icy changes which incr^se stii^le^^^^ 

the Mme C0st as current programs; ^ ^^^/^v^^ ^^^^^^ ^ : / * 

v" Actual polif:y proposals often cons i4e»^ juH costs without regard to 

outcomesjeff^st outcomes without regard to costsy f th^ ^sent:ial^point here 

is tb€t costs and outcomes must be jointly conisidered.^^^^^^^^^^^^,!^^^^^ flans to- 

expand the definition of ^chopls to include oth^r cdjimunlty ageiicies' CSuch as ^ 

art museums or comrounity recreational activities) niigl>t irnpy-ove educational : 

outcomes but probabl^y cost mot-e than curlreht operations ;^ C^^ 

these policies must take into account what the school system could do with 

the additional funds that would be needed for sUcl|} a- "total learning" plan. 

One difficult assessment problem arises when policy alternatives imply 
a different distribution of outcomes. Some policy options increase the learn - 

■ ,. , ■ ■ *; ■ 

ifig jbf certain, students but decrease the learning of others. For examplfija 

o ■ -r-.^ ■ * ■ ' ' ^ ■ ■ ■'■ - ■ ' , ■■ . . ' 

policy whidh re-shuffled teachers (for example, put the "best" teachers with, 

the mpstiiisadyantaged^ some win and some los.e. There 

is no way to assess the merits of this^without introducing certain moral or 
political values— ^(blues'" about which legitimaj;e; differences of opinion might 
fexist. In other words. polT^y decisions ^of^ this Jsort are not analytical ones 
but political ones. (The analytical task inNthis situation is to delineate 
clearlV the character and magnitude of the distributional impacts.). 

Proposals tj expand the definition of schools to indluda other agencies -, 
'and community inputs are very relevant in considering a/ternative deltvery ' 
, systems. As pointed out by the>SA, there is the possibility of >using com- 
munity inpu'ks— probably -at lower cost than if purchased by, the school system 
on 'its own. This concept of educational "fietworks" deserve? analysis in- its ' 

. . ■ . ■ ■ ■ 7 . '^v . / . ' . • ■■ 

own right. In the past, jthe school s'ystenKhas probably defined 'its rol^ and . 
* scope of operations in too limited a It would be very valuable to 



analyze the costs and impacts of in(:lu<ling other community resources ,^7tjf/ -^ 
edutatlonal sys'tem. ^ ' .■/ • ' .. ■■■■i-. ^ •..v.;-''- . *: .f •/• ' 



Einaljly, analyses of deliver^i'. syste[ils have geherally been cbnducted^iif^ 
a»v.ery partial manner. For example, alternative ways of providing "comf^nsatpry' 
education have bedn evaluated against each other. However > th§j' impact of 
/:ompensatory educatiiori system^/! s ^ript restri jrted to Vi sadvaii'taged s;^ileft^^^^^ 
but Qften impacts 'Vegul airr^studenU . No where is this as obvious ^^^^^ the 



area of special education. The new law on handicapped education i^^jysia^ ^ 

.... f...^^ 




numb^r of requirements for the ti^eatment of the handicapped. Hciffever, thl^- - 
may have important impacts on other "regular" students. Bifst, the financial 
requirenfents may lessen the resources available to other students*, in as mucH^ 
as Federal and state funding are unlikely to cover the total costs ,^1" meeting ^/ 
the requiremefits bf the law. Second, the provisions far %ainst1^eanftng njay' • ' 
affect the education- ofTionhandicapped students i n the, swiie. clUsses^.^ {Here, . . 
againi there inay- be both positive effects, such as improVldrattitu^^^ 
jfiegative effects , such aS decreased acaaemij: performanc^^^^^^ 
ship between changes fpi^^^^^^^^^^ the rest- of ^^^t^^^^^^ 

immediate and intensive consideration. Careful analysis couTC?^^^^^ gi^e^t .* 
impact in examining similar issues of the interactions -between programs M ^ 



other areas. ' ^ 



D. Revealing Demand / ; 

One impi ication of the heterogeneity of educational outputs is the need, 
to know the demands for its various components. The school: system is ^designed 
to provide a aet of general outcomes (basic reading skills,^ etc.) arid a^ set 
of more ^Ipecific outcomes (vocational training, the arts, etc J^. .Hc^f^lnese«: . 




diffejrent aspects are' balanced against each other is a-^ifficulj 
question, ijh particular,' how much of a role Should the consumers have and 
.how much should be simply dicta^d by the school system? Fwrther, to the 
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extent thsit individual consumers should have :sigm^it^ 
piirocesses used to j^ncpver thiir deta^dsT / " 

One argument for comrriunity i n vol Yemen t thg^ demands fpr 

different typ^S :bf services. (This is cl:eaif|^ 
community control* Other argumfents include •^he developjiient 
ability in the system and mobilisation of. communi^^^ 

system) . There are.^al so other ways in -wh-ich demand information is sought, ^ • v . 
Specialized schools such as Bropx Sciience or the Maritime Schoj)V|have formal , 
applicatian and adinission systems. The Education for All jHdndi capped Apt 

mandates certain procedures for finding out demands for specid.liz^^ 

■ ^ ' ' ''".^ ^ ■ . ) • ■ ^''IV';^ 'f..'.' ^ ^ ■ 

jSeveral >Lnalytical questions aris^ in this area./ Firsti it w^^ 

extremely useful to eval uate the demand information that is; ^cu^f^r^h^ly generated 

For example, do schools that have strong community representation t^n^ 

operate differently than tho^e which do not have such invoTve^^^^^ - ^ 

the character of the demand for special i zed schdolj?? ^Has'this demand befen 

changing? What kinds of students tend to apply to special schools? there' 

excels demand for available services? Second, it would be useful to evaluate. 

^ posstlJI*^ alternative systems^of demand revelation. For example, could free* 

transfers be expanded? Could educational vouchers /be ^introduced even within 

^ust the public system? 

In part jof^tlie questions of consumer involvement revolve around issues 

of inforoiation and cons lifner choice. One arguir^ent against ci>fzen input '^j^ 

into the educatipna^ process is that consumers either do n^t have enough 

information to make proper choices or they are not good at making such choices. 

It^ould be possible to analyze the quality of the informati-on available , to 

diffierent consumers • At the saqje time, one could consider what information 

th« school system shoi/ld routinfr]i supply to its clients. For example, 

should schools bft required to prcJyt^^e test score or information • v 



about the attributes of teachers iand /pro grams in individual schools?. 

E. Sorting. and Placement 

Policy questions about the organization of the schools and about the 
ralige of op^tip^s offered within the school s^of ten involve decision rules 
about the placeni^t of both stu<Sents and school personnel (teachers adminis- 
trators^ and other staff). In fact, perhaps the most importa^nt decisions, 

given the current operations of the school systeiri, are the pi ab^meht decisions* 

, ■. ' ' ' ■ . . ' ('■■.•' 

The placement of teachers has been the sub^iect of i^Gept Civil Ra^hts Cofnmissior 



challenges to the school system. The^ placement of students is one of the 
major concerns of the new handicapped stuc^lrt* act, ' ' . 

The concern over both student and staff placement is undoubtedly guided 

by general beliefs^ about the educational effects; in other words, a general 

' ' . .'V '■ ' ■ " . * 

belief about certain ajspects of the production function in elementary and- . , 

secondary education. However, the discussion is ^never very precise, R«;p:ly 

bec?iuse information about thej jiroduction process is lacking. 

The 1 inljage; between assignment rules currently used and educational 

outcomes^ is an interesting arid important area of investigation. '^(Simply 

compilirtg the various assignment rules wot/ld in itself be quite useful.) -An 

analytical effort which could sensibly be related to titis would be the con- ^ 

sideratioa of alternative assignment rules • This •could be dpne in two Ways. 

First, it would be possible tiD simulate the effects* of alternative rules 

(such as the random assignment of teachers). Al ternatively, one^ could 

attempt to deriye optimal rul^^to be used in a'chieving different result^/ 

For example; how should teachers be allocated to maximize performance on : 

S^tand^ sutfject to current spending levels?^ Or what should be 

. the location of sp'ecTaliz;ed schools, to minimize thef cqnmitJfting distance- of/ 

Students? Should special i zed progr^rnjl be cond^^ct^'^t centralized locations 



about the attributes of teachers andyprograms in individual schools? 

. ■ * ■ ■ V ■•' ■ ■ '■ 

E. SortinQsand Placemant . 

■ . A ' , ■ ■ . ■ ■ ■ • .■ 

Policy questions about the organization of the schools and about the 

ralige of op,ti(iis offered within the schools^often involve decision rules 
about the placeni^t of both stu(5ents and school personnel (teachers, adminis- 
trators s and other staff). In fact, perhaps the most importajit decisions, 
given the current operations of the school system, are the pi ab^meht decisions. 
The placement of teachers has been the subject of ii*fe&ept Civil Rights Commission 
challenges to the school system. The^ pHacement of students is pne of the 
major concerns of the new handicapped stuc^lTt* act. ' ' . 

The concern over both student and staff placement is undoubtedly guided 

.; . . ; ' > * " ■ . . . ■ • ■■ 

by general bel iefs- about the educational effects; in other words, a general 

belief about certain aspeqts of the productipn function in elementary and- . , 

secondary education. However, the discussion is -never very precise, paWy 

because information about thej iproduction process is lacking. ;) 

. The linljage, between assignment rules currently used and educational 

outcomes^ is an interesting and important area of investigation.^ (Simply 



compilirtg the various assignmefnt rules wol^ld in itself be quite useful.) -An 
afialytical effort which could sensibly be related to titis would be the con- , 
sideratiOR of alternative assignment rules. This 'could be dpne in t^o Wayis. 
First, it would be possi trie to simulate the effect's of alternative rules 
(such as the random assignmeht of teachers). Alternatively, one^ could 
attempt to deriye optimal rul^^to be used in a'chieving different result^! 

For exajHplei how should teachers be allocated to maximize performance on : 

.. i.'.v . 
5^^^ sulfject to current spending levels?i Or what should be 

^(-fi6 location qf special iz;ed schools, to minimize thet coiiHTiil'ting distance of/ 

students? Should specialized proaran* be cond^icte^^lit centralized locJitlons 
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or in a series of smaller, more l,ocal ' locations? ' . 

• \ / . ' - - ■ ■ - • V 

Th^ issues here a/e really concerned with the over^CH structure of the 

school system ancTthe ^Srrt^ytical approaches in part assume information about . 

the preceding issues. GiveK information abo6t cost&>_4icp$iucCion possfbil i ties* 



andL demands^ it would be pos | ibie to devel op placement rul es wh i ch i mproyed^ 
upon the organization of the system. With sufficiently detai%1ed infonnai1on» 
a variety of optimization techniques could be used both to calculate the best 
possible rules and to estimate the. reltl costs of th^ current mode of operation. 
. iSom^historical analysis would be helpful here. Without hard analysis, 
it is easy to assign the blame for the current situa tion j n public education 
in N^r^rk to"^ any convenient cause. * A study that sorts out the facts^ with 
appropriate crpss-sectional comparison with other cities, seems essential,. 

The first^^t^ep in this is ,to indicate how good the New York system was 
before, at some base point ijn time, in serving various segments of the popula- 
tion^ and meeting its objectives. One must then ask if the system is worse 
now and why,* and whether its objectives have change^: 

On the demand side, such a study must consider factors such as thie 
changing demographic and social character of the school population, and the 
reasons why this has changes, such as through the movement of students to the 



suburbs and to private schools. On thaf^upply side, it must examinte changes 
in the nature of the bureaucratic decision-making process, the implications 
of decentralization, unionization, affirmative action etc., in addition to 
the recent tightness of the budget. 

Essentially, then, what is called for is a model, pulling together the 
r^ationships examined in detail in other studies ,* which contains both demand 
and supply systems, and permits them to interact. This is difficult, becatj^e 
many of the salient features are difficult to quantify, but the attempt 
itself, even if the results are incomplete, would be enlightening. 



Part -II — Specific Analyses 

A. Bureaucracy 

It is often argued that bureaucratic rigidities, which inhibit adaptation 
to changing circumstances and prevent efficient resource use, plague the New 
^ York school system. The result is that oi^tput levels > given inputs, are lowelr 
than th6y might otherwise be. Many research issues arise in this context. 
Some are aggregative, in the sense that they relate to the system as a whole,* 
while others, relating to particular schools or subsets of the school popula- 
tion, are more specific. What these issues have in Common is a concern with 
the decision process within the New York school system and the division af 
decision-making authority and responsibilities for service provision thpt it 
^implies. In describing these issues, it is^^sumed that educational objectives 
have been defined and that the overall budget of the school system has been 

m 

specified. These assumptions enable us to focus on the problems of managing 
the school system. 

There is ample evidence that economies of scale in the provision of 
public servies are exhaustad\t relatively modest levels of provision (Hirsch, 
etc.)-. Our si/spicion is that the New York system iS' too aggregative, with a 
resulting separation of responsibility and authority and poor performance, in 
terms of (unmanageably disparate) educational objectives. The question of 
hov^ aggregative a school system a heterogeneous city such as New York should 
'.have'^is, therefore, an appropriate subject of research, - 

Qjie recommendation, recently withdrawn, woulld have replaced the Board 
of Education with a Commissioner, making public education a mayoral agency 
, (though it would Still have operated ^subject to guidelines and constraints 
established by the Board of Regents). Would this change (or any alternative 
change in the assignment 6f higli-level responsibilities for system management) 



have made ar\y difference, given educational objectives, to the ability of 

- ■ ■ ■ ' . y 

the system to provide services? Would it have toade the system even more 
susceptible to short- run poll tiqal interests or to the interests of the 
political majority, at the expense of the rest of ttie population? Would 
this have been good or bad? Would it have simply replaced one bureaucratic 
structure with another? ^ ' 

New York seems, in effect, an environment in which special interests, 
in l/^ie name of public interest, turn governance into a negative -sum game. U 
is *Hmportant to think through how the structure of governance in public 
educatien might be re-designed to minimize , this . _ 
I To many decentralization, properly structured , seems an appropriate 
^ute. though there has been considerable disappointment with the results of 
/past efforts in this direction^. How much decentralization should there be 
/and how might it be made effective? 

At a minimum, several conditions must be met. PrVset rules and con- 
straints must be laid down by the central authority. Incentives, perhaps 
fiscal, to make these effective (in other words, which bring local and system- 
wide objectives together) must be devised. There must be serious delegation 
of the residual decision-making to the local school boards. ^ 

The problem, as indicated earlier, is that a school system" operating 

• * ■ 

in a comnunity as diverse as New York must be capable of satisfying a variety 
of interests. Because objectives are heterogeneous , structural and procedural 
heterogeneity seems essential and inevitable. To the extent, htiwever, that 
there are educational activities and outcomes that are essential, the allocatlor 
of resources to' their performance must bj centrally mandated. The question 
becomes then or\e of how optimal arrangements can be determined and put into 
effect. .V 

One possibility is this. Permit local school boards, subject to* \ 



apprbpflate (?), constraints , to design their own school systems, (kinder- 
garten through high school) with an emphasis appropriate to the local community 
they serYe. Mandate that each school board permit, say , up ""to -twenty percenf 
cross-registration of pupils'- living in other districts, to be transported 
(at their own^xpense?) ^o as to provide options for those with educational 
preferences that differ from the majority of the district. . Similarly, establish 
special admissions tracks, in particular, at the upper levels, that are 
operated%y the Central Board, as a safety valve. Set in motion a procedure 
for adjusting budgets and district borders periodically, to reflect Success In | 
meeting general objectives and. the educational demands of^ cons titu tents , with || 
revealed demand (registration) being- a guide to the character of p 
eidjustments made. (This system has many similarities to a voucher system in | 
that client demand is an important input into the decision-making process). f 

"The object of a proposal such as this (a variety of such alternatives 
might -be scrutinized) is to take advantage^-of the possibilities inherent in 
the4iomogeneity of citizen preferences and to fexperiment with systems geared 
to different interests and tastes. These would, under the conditions specified^ 
be placed in effective competition with one another, to see "which forms turn 
out to be more successful . • 

At a more fnundane level, it is important- to identify the impediments to-' 
efficiency the public schpol bureaucracy poses at the -service delivery level. 
Are such problems worse in New York than elsewhere? How can the system, 
through properly designed incentives, be made niore flexible and more productive? 

In a bureaucratic setting, modern theory tells us, a larger budget is 
a desideratum (Niskanen). The incentive to seek budget increases (or increases 
in allocations from a fixed budget) seems inevitable. The issue is not to 
change this, because there is no way to do so, but, through proper specif ica-^ 
t1on of goals and of rewards and penalities, to harness it to performance. 



(Clearly, one issue that must be ^xamined is the extent to which union and 

j 

civil service regulations limit this.) PEA might consider, for example, a 
proposal to let local districts vote wage supplements (frqm their budget 
allocations) to "gpqd" teachers, measured by pre-set standards. (Set by, whom?) 

Rules governing the mix 0/ resources us^d to produce educational services 

♦ ' ■ ■ ■■ -. ... 

should be examined in cost-benefit terms. We refer here t^ the division of 

tha education budget (overall and at the' district and school levels) between 

admi hi strators, teachers and' paraprofessionals . Rules governing "excessing" 

and "bumping" should bp re-examined, to asceH^ain whether they are consistent 

with educatioiYal objectives. In this context, estimates of cost, in dollar's 

or, output levels, should prove enlightening. 

Within districts, .what sorts of schools (what mix by type of school?) 

are best? What mix of schools and programs is best able to sort good and bad 

students, and develop a capability for dealing with all groups (separately?) 

at the district level? What is the optimal size of administrative urtlts? 

What can be done: to recpncile the goal of equality in educational opportunity 

with that of assuming that individual students develop to the limits of their 

capabilities? Presumably, there should be plenty of room for variation in 

the New York system. ^ 

PEA should rethink the Board of Education procedures for adaptation to^^^ 

*»_' • 

decline, both in the school budget, due to fiscal causes, and becdjuse of decTi^ 

in the school-age population (which will vary from district tcr di is trict withia 

■ • ' .■«'•-•<'. 

the city). Union and civil service rules preclude rational adaptation. - Thus' 
»it must examine ways in which such -impediments might be removed. ^.^ 

] ■ ■ . ' ■■■ 

B. Unionization - • 

In New York the United Federation of Teachers seems to be a crueial _ 

factor in publljp education'. Its role, in controlling the supply of the most 



, 1 " ■■ ■ ■ ■ ■ ■ ■ ■ ■ : . 

essential input to public education, suggests a variety of research questions, 
both Jiosltive and normative. 

Jihat is it that the union should do?^ Does pursuit of its interests and 
the 'interests of its members coincide with systems objectives? Conversely, 
what powers does the union have, given the rest of the institnttonal setting 
suc^ as the Board of Education? And what can the Board of Educa^n and the 
management of the^ school system and individual schools do. given the union and 
its powers? * • • ' 

What are the revealed objectives of the union? Does it serve the interests 
of' its membership or its leadership, and does it do this within a short-run 
or a long-run perfective? How can New York City provide the union with 
incentives which make it in^the union's intere^lt to increase satisfaction. 
V with'in the community. wit*h the school system? What perspective does the union 
^ bring to bear on productivity^ issues, and on such crucial factors as curriculum 
change and the soYting and tracking of students? Does the union function as 
a significant constraint on change? What will ft and whatlwon't it accept? 
To what degree > are the constraints^ it imposes (or seems tojimpose) binding? . - 
Has this changed in 1 ight of the fiscal crisis? - 

How does the union interact with the Board of Education and the other 
interest groups that play a -role in determining the mture of the public 
education system? Would it accept disaggregation and decentralization (i'n 

what forms?) if it is thought they will improve educational performance? 
In this connection, for example, should teacher tenure be system-wide? What 
f^re the effects of non-wage factors in the union contract on the flexibility 
of the public education system and its ability to adapt to changing circum- 
stances'? Does the unipn. as some allege, make impossible (or significantly 
hinder) administrative change in management of the system? > . j 

- If there were an increase in the budget of the. Board of Education (from 
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Internal sources or external aid) how uiu|ih af l| would be dissipated . in. salary ^ 
increases and additional pension costs? Would such ^Tncreases in cost be • 
warranted by prior inequities or current increases' in productivity? 

C. City -Suburb Interactions 

• — y-., ^ ^ 

School finance, in particular, whether locaV reliance on the property 
tax give^ rise to intolerable interjurisdictional iyhequalities in educational 
opportunity, has been in the forefront of constitutional discussion during 
the past decade. In addition, of course, to the /questions that have arisen in 
this discussion (as in the Serrano and Rodrigue? cases) , a number of important 
questions, centering on the Tiebout hypothesis /(which suggests that residential 
location decisions respond to expenditure.b^^rits and tax burdens) ,' arise 
in connection with the delivery of public education in New York City and its 
metropolitan area. Migration,^ in response to/ fiscal incentives (on the tax 



side^ or in perceptions of educational benefi 



s associated with tax payments). 



may not only affect the ability of the city ;o finance its public education 
system, but alter the production function in public education. 

^ There should be a careful assessment (retrospective and prospective) of 
the relationship between the public school setting (the quality of service 
delivered and the environment in which lt is Uelivered) and the inter- 
jurisdictional (as well as, say, inter-borougn) movement of households (and 
firms?). Comparispns of quality of service received and costs should be made 
explicit. An effort should be made to pin down how these effects differ with 
position of the household in the income distribution. 

In addition to such studies of the implications of interjurisdictional 
differentials for the demand for public education, their Implications for 
its supply must be examined. What factors, for ei^ample, lead teachers to 
prefer suburban employment? \ A 
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/Ria^earch should be directed to the prospects, of voluntarycross- 
.Jurisdjctionalv^^registration of Gity students in subtirban schools.' In other ^ 
word^,' would, it. be desirable -^o convince the suburbs to accept NYC stuWits . 
(ih retd^rtt fbr* payments of some sort)? Would it be practicable? Is this a 
reasonable al ternati ve for mi nori ty stud^ ts who cannot find suitable "tracks" 
4n the City school system? What has the experience in Massachusetts and . 
Connecticut taught us about voluntary programs? 

A cross-section comparison of the problems faced by New York with those 

confronted by other, albeit smaller but likewise heterogeneous, cities in its 

— , ■ ■ ' . • 

metropolitan area would be illuminating. Adjustments- would have to be made 
for differences in the economic setting, demographic and racial composition, 
etc., so as to isolate the causes of the problems that seem most acute in New 
York. ' . . ^ . * ■ 

D. Contracting -Out for ^Service Delivery , 

' Supply arrangements that make more use of market sources (or market 

mechanisms)' to meet both pfegulair atid special demands for educational resources 

J _ . . . ./ 

are one possible way -of increasing efficiency in the provi si on. of educational 
services. There is an ampl^ literature dealing with this subject, with 
relation to the educational area and to other public services. Studies under- 
taken in this context must sort out what the real constraints are, e.g.,, 
commitments implicit in. the union contract. 

Examine a variety of voucher plans— with different eligibility criteria 
and terms of payment. Vouchers could, for example, be used for a parallel 
syst^of private or public alternative sphools, both for the "typical" 
student or for students who warrant enrollment: in special education programs. 

Exam^ine more limited plans, under which the public sector, contracts out 

"for the production of certain (which?) educational services, while remaining 

■ . . ■ . ' ■ , ^ ■ . 



r^^jponstble for their provision. In other wqj;^&,.the financing is ou£ of 
taxation and, the all ocarti on decisions -*re made* in the final instance, by 
the school system rather than pahr%lfi\s. Here, again, special education, for 
gifted or handicapped, physically or emotionally, seenp^ candidate area. 
Trader's cRoo IS are another., , > - ^ 

Study contracting out of those non-educational services that seem to 
have been parti^cular trouble spots for the New York school system, such as 
provision of school lunches and transportation to and from school for all or 
certain' subsets of the school population, custodial services, and th^^urchase 
6f supplies* 

E. Racial, Ethnic and Social Balance — 



Materials describing the Office 'of Civil Rights complaints against thei 
New York school system suggest that the validity of the criteri'a used by . 
OCR in claiming discrimination on grounds of race and sex should be carefully 
reviewed. It is simply not demonstrated that differences in teacher assign-^ 
ment, equipment quality student suspensions, i^tc. used as the basis of' 
discrimination claims do not reflect other, legitimate (though doubtless 
regrettable) factors. It is neciessary to determine what attitudes are and 



whether it is class, race or ethnic identity that seems important. This- 
mus ' ' 



t be pinned down to understand what should be dbwe and the interface of 



the residential location and discrimination issues • Clotfelter*$ study, 

prepared for the CUE conference in May,. is quite relevant. What is the 

■ ■ ■ . ■ * 

relationship of these issues "to special education and tracking, which seem 

one of the keys to getting more high-quality educational output out of the 

system? This relates directly to the preVious discussion about understanding 

the educational production process.^ 

■• " ■ ♦ • 

What are the implications of racial and ethnic considerations- for the _ 



^ • • ..CI. 
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proper restructuring of the educational system in New York City? This is • 

• ■ ■ ■ -i ■ ^ ■' ' ^ 

very general question, but One which requires quite specif icvanswe^r^s, which • 
must take account of the cflversity of relevant interests^^ 4^^^^ 
^th6 Tiebbut process (yis^a-vis thfe shift from public to private schools as 
well as residential location) as well as the standard "equity" considerations. 

■ •■ ■ V : • ■ ' . o • ■ ,. ■ . ' . 

' \ •: ■ . • ' . . •■ , ■ 

F. Hiring, Teacher Supply ,Viind^Q^^ V. 

The importance of developing a better undferstanding of the educational* . . 
process is clearly evident when one considers hiring and placement policies. 
What has been the effect of, affirmative action hiring on the composition of 
the stock of teachers (and administrators)? On quality? On ability to relate 
to students? Dp the Office of Civil Weights charges hold up lender critical 
analytic scriitiny? „ 

How can the quality of teaching be judged in so disparate a system? "To 
what extent do difficulties of teaching in this system (absenteeism, 
discipline problems, etc.) distort the relationship between teaching potential 

■ ■ A. 



and teaching success? Should jthe examination used- b^ the New York City Schobl 
system in .its ranking procedures be abandoned or,^=eplaced with some other / 
criterion or set of criteria, quanti tati ve an^Tor^ilialitative? "Da the teacher 
assignment procedures properly match teachers with students? 

How significant a factor in the budget are pension costsVvWhat effects 
would changes in pension provisions have oh the supply and qualiV of 
'• teachers and teaching? 

6. jLegal Constraints 

One area, in which we unfortunately ha\je littH expertise buf which 

seems important, is the influence of legal constraints on the operation of 

the^ school system. Clearly the "school system is not entirely free to operate 

O in any way it wishes to. For example, certain placement rules for teachers 
ERIC • / ^ 
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may violate the contract. Moreover* Federal* state and local statutes may 
prohibit certain actions/if- For example, the requ4rements of the handicapped 
law preclude certain operations and mandate others. Also, the state teacher" 

■%-... • 

tehurp. laws pi ace restrictions, on hiring and firing policies. 

Several important analytical efforts are called for in this area. First., 
an attempt should be made to compile the rel event laws (federal and state) 
which impose restrictions on the educ||ipnaV process . >lore importantly,- aome, 
effort -should be made to understand tlti^effects of any such restrictions * V^^ 



Again, this analysis assumes that we alf^^jady know a,^ir amount about the 
production process. Given that, the same technique's discussed in ibrtinfl^ . 
and placement could be used ^to estimate the cost of various^^ 

would provide considerable>#formati on for the consideration of .recommendations 
to change existing Statutes 6r operating rules. - - 
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Part ni -- Some Conclusions 



The main thrust of this research agenda is the necessity for basing 
policy proposals upon a better understanding of the operation of the school 
system. There is a tendency to focus on the."fjscal squeeze" or related issues 
and label them as the "economic" issues. However, this is probably inappro- 
priate. The problem o*;a shortage. of ^^S^ in the short run is probably not 
nearly as .important as'the use of currently a vai Table funds. Nevertheless, 
^ analyzing the, current usage ^of funds is difficult because our understanding 

of the educational impacts t)falter:ing this usage is very rudimentary. 

In nftny ways the NeW^York school' s\rs tern is unique. The size, complexity, 
and heterogeneity of the 'system is quite different from most other school 
systems. However, at the same time, much ai^alysis has gone into the form, 
of education production relationsfhips. the operation of markets for teachers, 
ERiC the effects of alternative incentive systems, and so forth. One area which y 



■night hav. a Urge pay-off for the PEA would be the synthesis of relevant" 
research .atertal, Many of the policy areas which^ccupy the at.ent-fo„1.f 
- the PEA haV. been anaTyzed previously, albeit 1n different sy^t4 and dl;f. 
ferent^vlron.ent,. .|Ms work can be a great hel,* In developing .nd: "l' 
supporting policy sugfiestjons. ' ^ ^ " ^ 

A crucial; element 1n Implementing pol Icy proposals Is- the development . 

Of supporting evidence about the likely effects of a given policy. Part of 
the task in developing this supporting evidence is simply being: precise about 
the policies and the desired outcomes. ' In the course of setting. the backdrop 
: for TOP°=als^he available and needed infonnatfon becomes much clearer ^ 
, .A ».^or part of the discussion here has be.n.providing a way of organizing 
.nd struceuring the ,mport,nt Issues in developing policy/proposals. Clearly 
some of the inescapable issues are ones for Tyhich littVinformatlon 'is ' 
currently available. Tbese would be areas where the PEA .ight consider sponsoring 
researchef,.rts. Other issues, however, a,, currently fairly v^H researched 

and understood. Unfortunately, the res ult<: i-hL . V 

•y, xne results of this research are i)f ten not iW 

particularly useful fo™ for policy makers, m such cases, the PEA might 
consider providing an Interface between research and poMcy. This latter 
area promise?^ to be one of high immediate pay-off for: the^PEA. ' • ' 
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research .aten-al, Many of the policy areas which^occupy the atteirtion-if 




the PEA have been analyM pr^iously. albeit in different syrt^.s and di«. 
fere„t^viron.e„t,. IMS work can be a great hel^ in developing ^anrf^ "^ 
supporting policy sug^iestjons. ' ^ - ^ S , 

A ""-^l^Velement in implenienting policy proposals is-the develop^lt 
Of supporting evidence about the likely'effectsof a given poney. Part of' 
the fasic in developing this supporting evidence is si.ply bein^ precise about 
the policies and the desired .utco.es. In the course of setti„g:the bac.d^p ' 
^ fee prx^posalythe available and needed info^ation b|co.es ^ch clearer 

, .A »ajor par^ Of the discussion here has been^providing a way of orga^^.i„g 
and structuring the important issues 1h developing poTicyyproposals. clearly 
so.e of the. inescapable issues are ones for^which 1 i ttVi „f creation -is ' - 
currently available. These would be areas where the PEA night consider sponsoring 
research efft,rts. Other Issues, however. currently fairly V^ll researched 

and understood. Unfortunately thp r.«c,n<-c^* *u- \ 

nunateiy. the results of this research are i)ften not iW 

particularly useful fonn, or policymakers. In such cases, the PEA .ight 
consider Providing an interface between research and po>^: This latter 
area promise^ to be one of hi gh^n^ediate pay-off for! the^ PEA. " • ' 
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